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NEW YORK STOCK EXCHANGE | 1949 1948 

MONTH END DATA August July June August 

Shares Listed oo (Mil.) 2,154 2,150 2,140 1,998 
Market Value of Listed Shares (Mil. $) 68,668 67,279 63,921 70,862 
Par Value of Bonds Listed (Mil. $) 131,254 130,975 130,402 131,707 
Market Value of Listed Bonds (Mil. $) 133,643 132,813 131,686 131,610 
Market Value of All Listed Securities (Mil. $) | 202,311 200,092 195,607 202.472 

| 
Stock Issues Listed (No.) | 1,454 1,450 1,447 1,413 
Bond Issues Listed d (No.) | 924 919 917 907 
Total Stock and/or Bond Issuers (No.) 1,247 1,247 1,245 £227 
Stock Price Index (12/31/24 100) AB (%) 712.3 70.1 | 67.0 77.7 
Flat Average Price—AllI Stock Issues A (S$) 42.71 41.99 40.74 45.70 
Shares: Market Value — Shares Listed A (S) 31.88 31.30 29.87 35.47 
Bonds: Market Value — Par Value A ($) 101.82 101.40 100.98 99.93 
; ae P 
Member Borrowings on U. S. Govt. Issues (Mil. $) | 144 170 165 84 
Member Borrowings on Other Collateral (Mil. $) 393 371 531 239 
Per Cent of Mkt. Val. of Listed Shares (%) 0.57 0.55 0.83 0.34 
Member Borrowings—Total (Mil. $) 538 542 696 323 
N. Y. S. E. Members’ Branch Offices (No.) 964 967 962 930 
Total Non-Member Correspondent Offices (No.) 2.788 2,765 | 2,765 2,726 
Customers’ Net Debit Balances C (Mil. $) 699 690 683R 573 
Credit Ext. on U. S. Govt. Obligations (Mil. $) 75 a7 80 54 
Customers’ Free Credit Balances C (Mil. $) 548 530 532 551 
DATA FOR FULL MONTH 

Reported Share Volume (Thou.) 21,785 18,752 | 17,767 15,039 
Ratio to Listed Shares (%) 1.01 0.87 | 0.84 0.75 
Daily Average Se wm wt, ew (Thou.) 947 938 808 684 
Total Share Volume (Incl. Odd Lots) D (Thou.) | 28,678 25,739 24,306 21,032 
Money Value of Total Share Sales D (Thou. $) 671,814 525,856 585,125 623,414 
Reported Bond Volume (Par Value) (Thou. $) 66,223 64,021 64,257 55,967 
Ratio to Par Value of Listed Bonds (%) O51 .049 .049 .043 
Daily Average (Thou. $) 2,879 3,201 2,921 2,544 
Total Bond Volume (Par Value) D (Thou. $) 73,916 84,074 63,433 63,479 
Money Value of Total Bond Sales D (Thou. $) 57,108 69,941 46,165 48.470 
N. Y. S. E. Memberships Transferred (No.) 5 1 5 2 
Average Price ($) 42,400 35,000 39,667 62,000 
9/15/49 8/15/49 7/15/49 9/15/48 
Shares in Short Interest D (Thou.) 2,006 1,844 950 




















A—Based on issues listed at the end of each month; such issues 


and/or their amounts vary from month to month. 


B—Adjusted for split-ups, split-downs, and stock dividends but 


NOT for new listings or suspensions. 


C—Reported only by member firms which carry margin ac- 
counts. Excludes accounts carried for member firms which 
are members of national securities exchanges and for general 
partners of such firms. 

D—Based on ledger dates. 





R—Revised. 


FRONT COVER PHOTO BY A. 





DEVANEY 



























A STOCK MARKET reporter finds him- 
self impaled on the horns of a dilem- 
ma these days when the most frequent of 
all questions heard in the market place 
is asked: “What do you think of the 
market?” If he begins his comment with 
reference to the presently continuing up- 
turn of prices which began in June, a 
sub-conscious query instantly stops him 

“Is it a bull market?” and, vice versa, 
if he tries to be judicial and refer to the 
bear market which began, as many 
observers maintain, in the spring of 1946, 
an inner question pops up—‘ls it really 
a bear market?” 

Now, assuming that a kind of bear 
market has indeed been dominant for 
more than three years, we have in these 
recent months seen merely a traditional 
summer rally. It has been a comfortable 
rally, amounting to about 12 per cent 
in the Dow, Jones & Co, industrial aver- 
age since June 13. and has been im- 
pressive in that public sentiment toward 
stocks was strongly depressed just before 
the improvement began. The rally has 
been insistent enough to impart doubt to 
the bear market idea: and it offers op- 
portunity to examine another question. 

Why has the market been as innocuous 
as it has been for the bears since 1946? 


Prices Hold to Narrow Range 

My work keeps me in close touch with 
a great many traders as well as investors 
in common stocks. Few of the former, 
if any. so far as my impressions have 
substance, have made any real money on 
the “short side” since the Dow-Jones 
average started downward from 212.50 
on May 29, 1946. The bear market has 
seen prices held within narrow ranges 
—perhaps setting some sort of record for 
sheer narrowness over more than three 
years—and it is possible, I think, to detect 
a really significant force which has helped 
to restrict fluctuations. That force ap- 


STOCKHOLDERS MAINTAIN ADVANTAGE 
Whether Bulls or Bears Have Market Edge 


By Oliver J. Gingold 


pears to be exerted by the huge army 
of American stockholders who have re- 
fused to be stampeded out of their hold- 
ings by almost any kind of news. Neither 
war fears for a time nor occasional fears 
of a business recession of size: neither 
the burden of taxes nor re-appearance 
of a Federal deficit; neither slow recov- 
ery in Europe with the use of billions 
of American taxpayers’ funds nor con- 
fusion attendant upon some Washington 
ideas of economics. have disturbed the 
entrenched — stockholders — in 
American industry. 

The psychology of this situation prob- 
ably springs from several bases, includ- 
ing an abundance of funds to invest, at- 
tractive prices of ownership securities and 
dividend yields, and the contemplation 


strongly 


of the financial, political and economic 
woes of other countries which have re- 
sulted in American dollars, enterprise and 
securities being pre-eminent in the world. 
To illustrate, an English banker recently 
told this writer: 

“IT can’t for the life of me see how 
an American can be bearish on anything 
American for as far ahead as one can 
see. There is not an English capitalist, as 


small as he might be in resources, who 




























would not be pleased to give up 25 per 
cent or more of these resources to his 
government were he permitted to invest 
the remainder in American securities. I 
am certain that he would make up the dif- 
ference in the coming years with some- 
thing to spare.” 


Majority Hold on to Stocks 

Apparently the rank and file of Ameri- 
can stockholders agree with this or an 
equivalent viewpoint. A break-down of 
many stockholders lists for the past few 
years proves it. Constancy on the part of 
old stockholders and extension of the lists. 
often to record lengths and including 
many sharp reductions in the number of 
shares per stockholder, indicate faith in 
the American enterprise system. It is esti- 
mated by competent researchers, more- 
over, that the stockholder army has grown 
by more than 1,000,000 during the last 
two years. 

Does the foregoing give an_ inkling 
why a stock market reporter finds the 
1946-49 bear market perplexing? 

If a search be made for reasons why 


1 





investors have added to their stock hold- 
ings and stayed with them, certain ones 
and not all may be free of controversy 
can be brought forward. It is my belief 
that more than four years of stringent 
restrictions on margin trading have been 
a weighty cause of the broadening of dis- 
tribution of American securities to its 
widest point in history and of the high 
stability of holdings. 

1945, 


that 75 per cent margins replaced the 


It was so long ago as July 5, 


50 per cent which had governed trading 
earlier in the war period. From Jan. 21, 
1946, to Feb. 1, 1947, trading on margins 
disappeared entirely under the 100 per 
cent rule of the Federal Reserve Board, 
and it was not until March 30, 1949, that 
traders could finance transactions on 50 
per cent margin. During this four-year 
stretch, both traders and trading-investors 
learned really to “own” stocks, a process 
which was sped by the extraordinary divi- 
dend record of leading companies since 
the war. 


Psychology of Market 
Thus, a psychology was built which was 
not only strong enough to temper the 
1946 bear (?) market, but a condition 
enabling the public to absorb billions of 
dollars worth of 
American 


foreign holdings of 


securities; billions of dollars 


worth of domestic government bonds; 
other billions of new equities and corpo- 
rate bonds. It seems unlikely that a public 
state of mind capable of buying and hold- 
ing stubbornly those securities which were 
acquired during a long interval of world 
upheaval and domestic uncertainties will 


suffer change readily. 


And the market student will give much 
credit to dividend yields as an antidote 
to the bear market which seems so little 
like a bear 
market used to know too well. 
When common stocks with unusually long 
records of annual dividend payments with- 
out an annual miss return the investor 


genuine, 
that we 


aged-in-the-wood 


from 6 to more than 10 per cent, a great 
many stockholders can easily convince 
themselves that holding what they have is 
profitable. 

Without drawing away from the bear 
market theme of this discussion, it may 
be said that a better sentiment exists 
at the middle of 
September than in any other month of 
this year. Investors this 
situation, but the more cautious stock- 
holders are not losing sight of the fact 
that current conditions could represent a 
mere rebound from the pessimism of a 
few months What un- 
answered as the autumn approaches is 
to what degree the reversal of business 


among businessmen 


are noting 


ago. remains 


is seasonal, to what degree it is a natural 
snap-back from the too steep declines into 
which certain industries retreated earlier 
this year. 

An application of this cautionary slant 
could be made in a restrained way to the 
stock market. There is nothing in direct 
sight to prove, for example, that the re- 
bound since early June which resulted 
in a 22 “point” rise in the industrial aver- 
age is not a recognition of cautiously 
altered sentiment in manufacturing and 
trade and, if carried further, could easily 
outrun actual business improvement. Such 


as in 1937 





an event has happened before 
of lamented memory! 





Four-Year Trends 


Issue 
Consolidated Edison Co. 
Continental Oil Co. 
Dow Chemical Co. 
General Electric Corp. 
General Motors Corp. 
International Harvester Co. 
International Nickel Co. 
Montgomery Ward & Co., Inc. 
Procter & Gamble Co. 
Standard Oil of California . 
Union Carbide & Carbon Corp. 


U.S. Steel Corp. 


of Common Stock Yields 


As of first of the year Sept. 13, 
1946 1947 1948 1949 1949 
8% 5.9% TA% 7.3% 29%, 
1.1 4.9 ss 7.1 6.2 
1.9 1 By a 2.1 tS 
3.3 4.4 4.5 oul se 
4.0 3.8 | 6.8 7.8 
y NY | 3.6 4.5 oe sel 
4.3 4.5 6.0 ae S| 
ye eS Sad 3.8 od 
3.0 3.2 1.3 1.6 4.3 
1.2 1.5 5.4 5.9 sw 
3.0 : 3.9 4.9 5.0 
1.9 5.6 6.4 7.1 8.3 
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For readers whose recollection of the 
stock market’s discounting abilities may 
have grown dim during recent years of 
gee-ing and haw-ing price trends. this 
point might be developed further. Specu- 
lative operations of the past were often 
conditioned by opinion pro and con to 
the extent to which stock prices were fore- 
casting changes in industry, and not in- 
frequently enthusiastic partisans of a rise 
or decline found their calculations faulty. 
The Great Depression of the early 1930s 
might have been less onerous if persons 
owning too many stocks in October, 1929, 
had noted in the preceding June and July 
that industrial indices were 
downward. 


heading 


Realism requires a stock market re- 
porter to note that, in his observations, 
many sagacious market and 
minds hold that postwar readjustment has 
merely been arrested this summer and 
ultimately will continue. Such industries 


business 


as steel and motor car manufacture are 
still riding high; they have not yet felt 
the return to rigorous buyers’ markets 
which are spreading and are expected to 
spread until the readjustment is complete. 

Still and all, the market has been acting 
well from a technical standpoint, aided 
by bullish influences in a bear market— 
if it is a bear market. These include a 
sizable “short interest” among traders 
who maintain that the market is bearish 
but would doubtless change their minds 
under the pressure of rising prices; a 
large total of credit balances in banking 
and brokerage accounts; a substantial 
scaling down of inventories in varied 
industries whose overstocked situation 
earlier this year made their profit outlook 
dubious. These considerations, however, 
are carrying little weight with seasoned 
business executives who remain cautious 
... and are not going to be rushed into 
expansion and really liberal dividends. 

As I view the market scene, it has 
its odd aspects to one who has witnessed 
many bull and bear markets which did 
not overlap one another’s characteristics; 
but the landscape holds no disturbing 
elements for the solid array of stock- 
holders who hold an equity in American 
industry and have bought income through 
dividends. Market fluctuations will always 
occur, yet the business situation suggests 
that, while stock price “dips” may appear 
from time to time, there is nothing in 
sight to forecast a change in present invest- 
ment psychology committed to long-sea- 
soned common stocks. 
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Rising Auto Production 
‘Tests Buyers’ 


Deman 


By S. Logan Stirling 





RADE estimates set this year’s motor 

car and truck production at approxi- 
mately 5,500,000 units. This would be a 
new high annual record; yet, despite oc- 
casional comment by motor car company 
management on the rapid approach of a 
buyer’s market, both production figures 
and reports from dealer quarters indicate 
a continuing broad demand. 

An outstanding fact about the automo- 
bile business is that ever since the war 
ended it has been one of the chief sup- 
ports in maintaining business activity at 
high levels. Car prices at retail, as meas- 
ured by pre-war standards, have been and 
still are high—the sustained output, en- 
tailing large employment, and public ac- 
ceptance of motor car “values,” are re- 
flected in the substantial earnings and 
dividend payments of leading companies. 

Labor Day marks a logical time to 
make a survey of the automotive industry 
as requested by THE ExCHANGE editors. 


The full year’s production may then be 
closely figured. The active summer sales 
season is about completed, edging over 
into more competitive conditions. Some 
forecasts hint at greater competition than 
has been seen since 1939. Dealer stocks 
are increasing, more new cars are being 
offered at discounts from list prices, and 
the buying of de luxe models is slacken- 
ing. Accessories no longer spell priority. 
New car stocks in the hands of dealers, 
which were less than 300,000 in June, 
1948, and 480,000 on July 3, 1949, are 
now estimated at between 550.000 and 
600,000 units. The statistics set the stage, 
presumably, for some strenuous sales ef- 
forts during the autumn. Never- 
theless, total production for the 
industry continues to hold at ex- 
traordinary levels at a time of 
year when volume normally de- 
clines. 
To gain an insight of the in- 


vey 
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dustry’s plans and prospects. a discussion 
at this season must be comprised largely 
of figures. Used car dealers” stocks. ac- 
cording to the New York Used Car Deal- 
ers Association, are low and more 
business is being done than had been 
hoped for a few months ago. Used car 
sales are climbing in relation to new car 
sales. In July. there were 43 trade-ins for 
every 100 new car sales. The latest figures 
show 61 trade-ins per 100 new vehicles 
sold, and industry observers are predict- 
ing that the ratio will probably reach 80 
per cent by the end of 1949, The rather 
faint trail of the “repeat buyer”—the 
owner who turns in his car after rela- 
tively short usage—is to be seen after a 
long disappearance. 

The whole question as to the possible 
rate of motor car production in 1950 
boils down to the public’s need for new 
cars, the ability to pay for or to finance 
their higher cost. and also whether the 
general public will resume its pre-war 
practice of turning in cars for new mod- 

















els every few years. Several factors give 
support to the belief that the passenger 
car market will remain relatively large 
for some time to come, although down 
from the record level which has prevailed 
since the end of the war. Among the more 
important reasons are: 


(1) The average age of cars in use in 


we 


8.73 years, 


L941; 

(2) Between 14,000,000 and 15,000,000 
cars in use in this country in 1948 
were more than 10 years old which 
compares with around 5,000,000 cars 


was well above the 


years in 


of such vintage before the war; 


(3) Population has increased materi- 
ally in recent years and a much larger 
proportion of individuals is now in the 
new car income bracket than formerly 
was the case; 


(4) Any important slackening in new 
car demand could undoubtedly be stim- 
ulated by further reductions 
(there is considerable room for retail 
price reductions without commensur- 
ate cuts at the factory level) : 


price 


(5) There is ample scope for install- 
ment financing to become a bigger fac- 
tor in the future. 


Despite the sharp increase in the sell- 
ing prices of new cars since the war. in- 
stallment credit in use has little more than 
reached the peak rate of 1941. Only about 
20 to 25 per cent of new car sales have 
recently been so financed as compared 
with around 50 per cent prior to the war. 
With regard to (2) above, it might be 
pointed out that. with the useful life of 
the automobile now estimated to be be- 
tween 10 and 1] years, an annual replace- 
ment market of 3.000.000 
passenger cars is indicated if registra- 
tions, which were at the all-time peak of 
33.225.000 units in 1948, are to be main- 


around new 


tained. As to (3) above. it is expected 
that the national census in 1950 will show 
an increase in our population to about 
150,000,000, a gain of 14.61 per cent over 
the 1940 census. 

Although the industry cannot be ex- 
pected to be immune to a slump in gen- 
eral business, the present average age of 
vehicles now in use suggests greater than 
average resistance to deflationary forces. 
Since the replacement market accounts 
for the great bulk of demand under nor- 
mal conditions, it will be difficult for the 
industry to achieve for any prolonged 
period a rate of production much in ex- 
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CAR SALES AND CONSUMERS’ 
DISPOSABLE INCOMES 


Passenger Cars Consumers’ Value of 

U. S. Factory Sales Disposable Cars 

Excluding Exports Income Bought 

(in Mill. Doll. (in Bill. as Per Cent 

Wholesale Value) Doll.) of Income 
1929 2,607 82.5 3.16 
1932 592 17.8 1.24 
1935 1.610 58.0 2.77 
1936 1.909 66.1 2.89 
1937 2.103 71.1 2.96 
1938 1,132 65.5 1.73 
1939 1,676 70.2 2.39 
1940 2.307 75.7 3.05 
194] 2.498 92.0 7 | 
1942 150 116.2 0.13 
1943 131.6 
1944 i 145.6 are 
1945 54 149.4 0.04 
1946 1.857 159.2 1.17 
1947 3.629 173.6 2.09 
1948 1.49] 192.6 2.33 





cess of 4,000,000 cars and trucks annually 
which, under former standards, has been 
considered satisfactory. However, years 
of peak activity should see the 5,000,000 
mark exceeded as was the case in 1929, 
1937, 1941, 1947 and 1948. The produc- 
tion cutbacks which are to be expected 
this fall will reflect the return of the pre- 
war seasonal pattern, but with it will also 
come the annual parade of new models 
and greater value. 


Contrast with 1935-1937 Prosperity 


Past 


car sales and total consumer disposable 


relationship between passenger 
income is significant. It shows the rate of 
increase in disposable income spent on 
1946 to date has 
proportion than the figures 
shown for the last period of recovery, 


new cars from been 


lower in 


1935-1937 inclusive. Since the war, pas- 
senger car sales have been less than 3 per 
cent of disposable income for one good 
until and 
strikes have prevented the production of 
enough cars to fill the demand, 


reason recently shortages 


National income declined moderately 
in the first quarter of this year but by the 
end of June it had climbed to an annual 
rate of $213.5 billions, only 2 per cent 
below the all-time peak of last December, 
While this figure is expected to decline 
in the second half of this year due to 
lower farm income, the figure, neverthe- 
less, should remain substantially above 
the level prior to 1945-1946, 

From the statistics it will be seen that 
in 1948, the proportion of Consumers’ 
Disposable Incomes that went into new 
passenger cars was smaller than in other 
boom years like 1929, 1937 and 1941, 
smaller than non-boom 
years. Taken together with the gap repre- 
sented by the four years 1942-1945, when 
practically no new cars were available, 
this strongly suggests that after a general 
business readjustment, the automobile in- 
dustry could become quite prosperous 


even in some 


again. 


Large Replacement Demand 


The automobile industry, in the 3% 
years from the end of the war until the be- 
einning of 1949, produced about 9,000.- 
QOO passenger cars, or of 
2,600,000 cars a year, which is below the 
estimated annual replacement demand 
of the non-productive war years yet to be 


an average 


satisfied. 

The motor industry seems about as 
surprised as anyone else over the duration 
and vitality of its post-war sales boom but 
its leaders are too experienced not to re- 
alize that time is now running out and 
that some letdown is to be expected in the 
months ahead. However, the inflationary 
factors still present in 
which will help to keep most lines of busi- 
ness active as well as to maintain con- 


our economy, 


sumer income at relatively high levels, 
make it difficult to foresee any serious 
decline in motor car production for sev- 
eral years to come. 





above rate. 





Per Share Statistics on Four Automobile Company Common Stocks 


Earnings per Share 1949 
Full Year Ist Half Recent Div. Current 
1948 1949 Price Rate Yield 

Chrysler Corp. $10.25 $6.12 5334 $5.00 9.4% 
General Motors Corp. 9.72 6.76 6334 5.00 7.8 
Hudson Motor Car Co. 20 at] 1214 1.00* 8.2 
Studebaker Corp. 8.11 4.97 2234 2.00 88 
* Hudson Motor Car Co. has already paid 3 extras this year of 10¢, 25¢ and 25¢ not included in 
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— Dividends Show Stability 


In Resisting 














Uneven Ekarnings’ Trend 





SIZABLE SHARE OF INCOME RETAINED 
FOR REINVESTMENT AS TAX LAWS 
HANDICAP EQUITY FINANCING 


N TIMES of changing business condi- 

tions, comparisons of the dividend 
rates and net earnings of various com- 
panies take on added usefulness. During 
the first half year there were an unusually 
wide number of revisions of dividend 
rates among companies listed on the New 
York Stock Exchange. Compared with 
payments in the like 1948 period, divi- 
dends 24 1. 
118, and eliminated 
or deferred in 37 instances. 


were increased on common 


stocks, reduced on 


With gains overshadowing reductions. 
dividend payments revealed a construc- 
tive trend for an interval of “indus- 
trial readjustment.” Earnings themselves 
were not able to match this performance. 


While the 


sampled group of 454 companies was 


combined net income of a 
only | per cent lower in this year’s first 
half than in the same period of 1948, 
as reported in the August issue of THE 
EXCHANGE, nearly three-fifths of the com- 
panies had smaller earnings in the 1949 
period. 

The continuing high level of dividends. 
in the face of moderately lower earnings. 
testifies to the belief of corporations that 
a serious business letdown is to be 
avoided, 

To the individual 
examples of individual 


investor. concrete 


company situa- 


tions are 


more revealing than over-all 
trends. Shown in a tabulation appearing 
further on in this article are the amounts 
of dividends and net earnings. in the first 


six months of 1949, for 65 industrial com- 
panies having stocks listed on the New 
York Stock Exchange. The percentage of 
net income paid out to stockholders ranges 
from less than 25 per cent for such con- 
cerns as Studebaker and Granite City 
Steel, to close to 100 per cent by Bath 
Iron Works, Cluett, Peabody & Co., Corn 
Products Refining and Goodyear Tire & 
Rubber. Goodyear paid out slightly more 
than it earned in the half-year period. 


Restricting Factor 

Results for a half year scarcely are 
conclusive, as year-end extras will raise 
the percentage figures, yet it is clearly in- 
dicated that, with new equity financing 
handicapped by defects in the Federal tax 
laws, corporations are being forced to rely 
heavily on accumulated earnings for their 
capital funds. The inability of corpora- 
tions to obtain new equity capital on rea- 
sonable terms under existing tax statutes 
constitutes one of the chief financial dis- 
tortions in the business economy. 

The previous survey by THE EXCHANGE 
of dividends in relation to earnings was in 
March, 1948, covering the 1947 figures 
for 40 companies. In that year only one 
Texas Gulf Sulphur 
—paid out as much as 70 per cent of its 


of the 40 companies 


net income. Sixteen concerns, including 
Chrysler, Cluett, Peabody & Co., Goodyear 
and Johns-Manville, paid out less than 
half of their net. In the 1949 compilation, 
14 of the 65 companies paid out more 
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than 70 per cent of their net earnings in 
dividends during the first half of the year. 

Contrasting mid-1949 with 1947, the 
transitional state from an inflationary to 
a more moderate business level is plainly 
evident in the figures of many of the 
companies. Substantial net profits were 
earned by a larger number of corpora- 
tions in the earlier year. Dividends were 
well maintained. and a comfortable por- 
tion of net earnings over and above 
amounts disbursed was kept by business. 
Cluett. Peabody. for example. reported a 
net income of $5.343.551 in 1947. of 
which $2.389.932 was paid out in divi- 
In the initial 1949 half the com- 
pany earned $1.085,983 and paid divi- 
dends of $1.029.301. Right after the war 
most textile and garment manufacturing 


dends. 


concerns enjoyed an unprecedented vol- 
ume of business: it is only natural that 
earnings later became stabilized at a 
more normal level. 

Certain other business lines were slower 
to come into full post-war production. 
often because of materials shortages. re- 
conversion problems or labor disturb- 
ances. The results in the first half vear 
for the six companies shown in the fol- 


(Continued on page 10) 


Petroleum... 


NEW STABILITY REPLACES EARLIER 


DECLINES IN PRODUCTION 


AS THE petroleum industry enters upon 
+. its seasonal period of heaviest con- 
sumption, sentiment regarding its pros- 
pects again shows improvement after 
months of doubt and uncertainty caused 
by declines in the volume of production 
and profits. Decision of the Texas Rail- 
road Commission to lift the September 
allowable rate of crude production first 
directed general attention to the need of 
an enlarged supply to meet the demand. 

This marked a reversal in the down- 
ward trend of industry operations which 
began with the mild winter of 1948-49 
in the principal heating oil areas. The 
trend later was accentuated by the slack- 
ening of industrial activity and a nation- 
wide movement to hold inventories down 
to a minimum during a period of soften- 
ing prices. Seldom has demand for crude 
oil dropped as sharply as in the first 
eight months of this year when the daily 
rate of production was cut back from 
5,088,000 1,700,000 barrels. 


Accompanying decline in volume, 
panyin; 


barrels to 
the 

















By J. William Smallwood 


prices for all products except gasoline 
broke sharply, led by residual fuel oil. 
The result of developments in the first 
six months was reflected in a decrease of 
approximately 30 per cent in net earn- 
ings of the leading oil companies. During 
this period 45 companies reported aggre- 
gate net income of $804,980,628 as com- 
pared with $1,134,180,357 in the first 
half of 1948. In general those companies 
having substantial production in Texas 
and those doing a large fuel oil business 
showed the largest decline in earnings. 


Dip in Demand 

Whereas an increased demand had 
been counted on, total demand for all oils 
in the first half of 1949 declined 3 per 
cent to 5,982,000 barrels daily, from a 
daily average of 6,169,000 barrels in the 
first six months of 1948, according to the 
latest monthly report of the United States 












Bureau of Mines. Since domestic gasoline 
demand increased 5.2 per cent over a 
year ago, the decrease in total oil demand 
is attributed mainly to mild weather in 
the first quarter and to delayed stocking 
of heating oils by distributors and con- 
sumers in the second quarter. These fac- 
tors together with lower industrial ac- 
tivity accounted for the first half declines 
of 7.2 per cent for residual fuel, 9.3 per 
cent for distillate fuels, and 18.1 per cent 
for kerosene. 

Total demand for 1949, as a whole, 
however, is still expected to exceed that 
of last year. Restocking by dealers and 











1948 Gasoline 
January 1,978 
February 1,948 
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consumers in the third quarter. normal 
weather in the fourth quarter, and an in- 
crease in the number of new heating oil 
installations should result in a substantial 
gain in oil demand in the last half of 
1949. in the opinion of the Bureau of 
Mines. The Bureau forecasts increases of 


> 


3.1 per cent and 8.4 per cent, respective- 
ly, in oil demand in the third and fourth 
quarters this year as compared with the 
same periods of 1948. In the case of heat- 
ing oils, demand for the winter of 1949- 
50 is estimated at 20 per cent greater than 
in the winter of 1948-49—about half of 
the increase being accounted for by the 








or Major Oil Products and All Oils 
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assumption of normal winter weather and 
half to new installations. 

If these forecasts are borne out, it 
would appear that domestic crude oil 
production in the fourth quarter would 
have to increase by something like 700.- 
000 barrels daily over the August rate, 
even after allowing for withdrawal of 
over 200,000 barrels daily of oil products 
from storage. 

The sharp increase indicated in the in- 
dustry’s operations this winter calls at- 
tention to the reversal that has occurred 
over the years in the seasonal pattern of 
petroleum consumption, The general up- 
ward trend in the use of all petroleum 
products and the rapid growth in con- 
sumption of heating oils has caused over- 
all demand to reach a peak in winter 





\ 
percentage increase than gasoline. Ac- 
cordingly, peak operations are now re- 
quired during the winter months. 

The principal 
products are motor fuel, residual (heavy ) 
fuel oil, distillate fuel oils and kerosene. 
Most heating oils belong to the distillates 


groups of petroleum 


category, to which Diesel oils, some range 
oil and tractor fuel, gas oil (used in en- 
riching manufactured gas) and light in- 
dustrial fuel oil also belong. Heating oils 
alone average about three-fifths of the 
total volume of distillates. If kerosene and 
distillates are combined because of their 
similar seasonal fluctuation, the three ma- 
jor classes of products account for 41, 
23 and 21 per cent, respectively, of the 
total domestic petroleum demand. The re- 
finer is able to vary the amounts of the 
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A. DEVANEY AND EWING GALLOWAY 


More year-round uses for petroleum are evening out earlier seasonal swings in demand 


rather than summer. This is in sharp con- 
trast with the seasonal trend in the past, as 
may be seen in the chart on the next page 
showing petroleum demand by quarters 
for the years 1928-1930 and 1947-1949, 


Seasonal Pattern Reversed 

In the earlier period, when gasoline 
and residual fuel oil comprised the bulk 
of demand, consumption was highest in 
the summer periods. However, the greater 
amount of winter driving permitted by 
better roads and improved automobiles 
has narrowed the former wide seasonal 
swings in gasoline consumption. Together 
with the growth of oil burner installa- 
tions during the 1930s, this tended to 
even out the year-round use of petroleum. 

With the, number of oil burners and 


space heaters in use increasing rapidly 
during the 1940s, distillate-kerosene de- 
mand has shown a considerably larger 


various products obtained from a given 
barrel of crude, but this can only be 
done within certain limits despite the 
greater flexibility now provided by cata- 
lytic cracking. 

The accompanying table shows the trend 
of domestic demand for the principal pe- 
troleum products and all oils during 1948. 

It will be noted that the seasonal fluc- 
tuations in gasoline are counteracted by 
those of residual fuel oil. distillates and 
kerosene. More gasoline is consumed in 
the summer than is produced during that 
season and fuel oil consumption exceeds 
production in the winter. Underproduc- 
tion of these products during their peak 
consuming seasons must therefore — be 
made up by drafts on inventories, Gaso- 
line stocks are built up in winter and 
stocks of fuel oil are increased in the 
summer. 


(Continued on page 8) 






















INVESTMENT HOLDINGS 
OF LIFE COMPANIES 


NATIONAL cross-section of invest- 
£ ment procedure is found recorded in 
portfolio holdings of life insurance com- 
panies. An element of especial interest 
derives from reports of legal reserve com- 
panies accounting for 95 to 98 per cent 
of total life company assets as of June 30 
last, showing a substantial decline in own- 


ership of U. S. Government bonds. 


125 companies. as tabulated by the In- 
stitute of Life Insurance, reveals a reces- 
sion of $2.910,000.000 in this class of se- 
curities from the figure a year before. At 
the same time holdings of public utility 
bonds of domestic corporations increased 
$1.580.000.000, home railroad bond hold- 
ings were enlarged by $94,000,000 and 
$1.891.000.000 more industrial and mis- 
cellaneous funded issues were held at mid- 
year, 1949, than at the same 1948 date. 
The stock portfolio was simultaneously 
increased by $112.000,000 of preferred 





The composite exhibit of upward of and common shares, bringing the aggre- 
Major Securities Investments of Life Companies 
(000,000 Omitted ) 

Acquired Total Total 

Ist 6 Mo.’s Holdings Holdings 

of 1949 6/30/49 6/30/48 
U.S. Government Securities $318 $15,748 $18.658 
U. S. Railroad Bonds 65 2.958 2.864 
U. S. Public Utility Bonds 751 9.121 7.541] 
Industrial & Miscellaneous Bonds 1.078 7,803 5.912 
Stocks. Common & Preferred 130 1.554 1.442 











Petroleum Outlook 


(Continued from page 7) 


At first glance this might seem like a 
simple jigsaw puzzle with all the pieces 
fitting nicely together—and it would be. 
if only some of the pieces wouldn't keep 
changing their shape and size. Among the 
pieces which give the industry most trou- 
ble are: (1) varying rates of change in 
demand and seasonal trends for the dif- 
ferent producis; (2) limits to yield ranges 
and storage capacities: (3) the spread 
between crude oil costs and refinery reali- 
zations: and (4) product prices which 
are not always conducive to the shifts in 
refinery vields required by changing con- 
ditions. 


Shift to Oil Surplus 


At one time or another during the last 
the industry 
fronted with one or more of these prob- 


12 months has been con- 
lems. whereas in the period from the end 
of the war up to about the middle of 1948 
the main job faced was that of steadily 
expanding facilities and operations to 
meet the extraordinary increase in post- 
war oil demand. After experiencing some 
difficulty in meeting all requirements dur- 
ing the exceptionally cold winter of 1947- 


) 
8 


18, the combination of record output and 
imports and slackening demand during 
the second half of 1948 brought about a 
complete shift from near-shortage to sur- 
plus in the industry. 

With supply exceeding demand by an 
increasingly wider margin and stocks ac- 
cumulating rapidly. it became evident 
that a substantial adjustment in industry 
operations had to be made. Accordingly. 
crude oil production and refinery runs 
were progressively reduced during 1949, 
With a decided shift in refinery yields in 
favor of gasoline, inventories, particu- 
larly of distillates, have been brought 
more in line with current demand trends. 
The spring and summer seasonal increase 
in total stocks of refined products this 
year was less than half that of 1948, and 
as the third quarter draws to a close this 
about completes the readjustment of op- 
erations which the industry has been ex- 
periencing. 

Looking further ahead one of the prin- 
will 


around the amount of gasoline stocks 


cipal questions probably revolve 
which will be accumulated in conjunc- 
tion with the production of furnace oils 
this winter. If, despite a probable reduc- 
tion in the percentage yield of gasoline, 
motor fuel stocks are accumulated at an 





gate holdings of corporate ownership se- 
curities up to $1,554,000,000, or close to 
3 per cent of the life companies’ aggre. 
gate assets. The table presents the more 
extensive securities’ holdings on June 30 
last. with comparisons. 

The showing of stock investments is 
less important as respects their quantity 
than in regard to the rise which has oc- 
curred in recent years. As recently as mid- 
1946, the life companies held less than a 
billion dollars of corporate stocks. Thus 
they have utilized a period of relative in- 
vestor inertia, and fairly stable stock 
prices (as measured by the averages) to 
acquire more than a half billion in stocks. 

In its summary, the Institute notes that 
the $4,211,000,000 of new investments in 
securities and mortgages during the first 
half of the year were 18 per cent less than 
in the corresponding 1948 interval but 
8 per cent larger than in the first six 
months of 1947, In the second quarter a 
notable increase occurred in purchases of 
corporate bonds and stocks, presumably 
accounting for much of the large gains in 
several categories recorded in the sta- 
tistics. 





excessive rate the pressure which has af- 
fected furnace oil prices may to some 
extent be transferred to gasoline. How- 
ever, with the control of operations which 
has been effected this year and the out- 
look for record consumption, the pros- 
pects appear favorable for continued bal- 
ancing of supply and demand on a basis 
that should permit profitable operations. 
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Announcements of new listings of securities are confined mainly to a brief description of the 


issuing corporations’ business and facilities. Detailed information is contained in the Listing 


Applications which may be obtained from member firms of the New York Stock Exchange. 








AW Listings 


AMERICAN GAS 
AND ELECTRIC CO. 


i 4,482,737 Shares 


alii iB 





Common Stock, Par $10 | 


Ticker Symbol: AGC 


Beare os 


i oes American Gas and Electric Com- 

pany, a registered holding company. 
was organized under the laws of the 
State of New York on Feb. 18, 1925, by 
certificate of consolidation of American 
Gas and Electric Company and Appala- 
chian Securities Corporation. The com- 
pany owns, directly or indirectly, all the 
outstanding common stock of seven op- 
erating subsidiaries which form an inte- 
grated power system extending from 
Michigan on the north, through Indiana. 
Ohio, West Virginia, Virginia, Tennessee 
and Kentucky. The area served covers 
some 90,000 square miles and has a pop- 
ulation of approximately 3,920,000. The 
system formed by the properties of these 
companies has been determined by the 
Securities and Exchange Commission to 
constitute a single integrated electric 
utility system under the Public Utility 
Holding Company Act of 1935. 

The operating subsidiary 
are: 


companies 


Appalachian Electric Power Company 

Citizens Heat, Light and Power Co. 

Indiana & Michigan Electric Company 

Kentucky and West Virginia Power 
Company, Inc. 

Kingsport Utilities, Incorporated 

The Ohio Power Company 

Wheeling Electric Company 


The three largest cities served by the 
system are South Bend and Fort Wayne, 
Ind., and Canton, Ohio, each with popu- 
lations of more than 125,000, but the sys- 








tem is essentially a “small town” one in 
that it provides electric service in over 
2,000 communities averaging about 2,000 
inhabitants per community. 

The area served is remarkably well di- 
versified both as to the types of industries 
It includes 
some of the finest coal fields in the world. 


and as to natural resources. 


rich oil and gas fields, and limestones, 
salt, sands, clays and other resources in 
abundance. The region contains some of 
the largest chemical, steel and manufac- 
turing plants in the country. 

Over 99 per cent of the company’s reve- 
nue is derived from the sale of electric 
energy. At the end of 1948 the system was 
serving 1,030,565 customers, with sales 
for the year totaling more than 10 billion 
kilowatt hours. Revenues were $145,018.- 
000. The system’s generating capability 
at the beginning of 1949 was 1,976,000 
kilowatts, of which 92 per cent is in fuel- 
burning plants. This has been increased 
during the year by bringing into produc- 
tion a new generating unit in the Twin 
Branch plant of the Indiana & Michigan 
Misha- 
waka, Ind., with a capability of 137,500 
kilowatts. 

Other the 
subsidiary companies are located at Philo 
and Brilliant, Ohio; Glen Lyn, Va.: and 
Power, Cabin Creek. Logan and Kenova. 
W. Va. 


The system operates in 


Electric Company located near 


sizable steam stations of 


addition 15 
minor steam stations. 
A hydro-electric station is at Radford. 


Twin Branch plant 
of American Gas 
and Electric system 


19 smaller 


subsidiary 


Va.: this is complemented by 
hydro-electric plants of the 
companies. 

The Windsor station. at 
Power, W. Va.. which is one of the sys- 


generating 


tem’s principal sources of electric energy. 
is owned jointly by The Ohio Power Co. 
and West The latter 
concern is not a part of the American 
Gas and Electric system. 


Penn Power Co. 


More than 12,000 Employes 


Approximately one-half of all the sys- 
tem properties have been newly installed 
since 1940. A total of slightly more than 
12.000 persons are employed. 

Some 6700 miles of high voltage trans- 
mission lines interconnect the power sta- 
tions and substations of the affiliated com- 
panies. System generating capability is 
reinforced by interconnections with nine 
neighboring utilities. 

Early in 1947 the system projected an 
expansion program to install 935.000 kilo- 
watts additional generating 
which 247,500 kilowatts are 


ation, and related facilities. This program 


capacity. of 


now in oper- 


will require an ultimate investment of 
$357.000.000 by the 


panies. 


subsidiary com- 

As a regional system extending over a 
wide area, the company has been in the 
forefront in the development of electric 
energy transmission at high voltage and 
is now, in cooperation with eight manu- 
facturing groups, conducting experiments 
in the use of voltages up to 500,000 volts. 
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Dividend Stability 
(Continued from page 5) ~ 
tabulation 
1947 
impression that 1949 is a year of severely 
slumping business. 


lowing compare favorably 


with and effectively counteract any 


NET INCOME AND DIVIDENDS 

(Millions of Dollars) 
ist Half ist Half 

1947 1947 1949 1949 

Net Income Divs, Net Income Divs. 

Armco Steel 25.0 7.4 16.1 5.3 

Chrysler 67.2 25.0 53.2 32.6 

du Pont . . 120.0 99.1 86.8 61.5 

Gen. Motors 288.0 145.1 303.7 116.4 

Studebaker 9.1 1.8 11.7 1.8 

U.S. Steel 127.1 70.9 94.1 38.7 


Chrysler paid out a larger amount in 
dividends in 1949's first half than in all 
of 1947; in six months Studebaker re- 
turned to. its 
equal to the 
L947 


worthy 


shareholders an amount 
payments of the full year 
The du Pont dividends are 


not only for 


note- 


the recent increase 


on the split-up shares, but for the policy 
followed by the company of distributing 
to shareholders a relatively high — 
tion of net In 1947, 82.6 per 
cent of net earnings were paid out; in 
1948, 76.1 per cent; and in the first half 
of 1949, 70.8 per cent. 

The du Pont figures are closely in line 
with the traditional rule of thumb, 
for many years in financial analysis, 


earnings. 


used 
that 
an established, successful company could 
normally be expected to pay out from 
60 to 70 per cent of its net 
dividends. 


earnings in 
Unfortunately today payments 
in this range appear to be the exception 
rather than the rule to the 
diversion of earnings to capital uses while 


due mainly 


new equity financing languishes because 
of defects in the Figures of the 
Department of Commerce reveal the trend. 


tax laws. 


Totalling the figures for all business cor- 
porations in the United States, the De- 
partment estimates that in 1946 only 44.8 


per cent of total corporate net earnings 


was paid out in dividends, in 1947, 38.1 
per cent, and in 1948, 39.0 per cent. As 
readers of THE EXCHANGE will already 
have noted (page 5, August, 1949, issue) 
the New York Stock Exchange has re- 
cently submitted to President Truman and 
to Congress a program of revisions which 
are urgently in the 
order provide an ample flow of ven- 
ture capital for business. 
Simultaneously with the large amounts 
of earnings retained by businesses, divi- 


needed tax laws in 


dends usually have been satisfactory be- 
cause the output of manufactured goods 


and services has been far greater than 
in pre-war years. With a larger gross 


volume of business, companies have not 
found it difficult to raise the dollar total 
of their disbursements to shareholders. 
Ageregate payments by all stocks listed 
on the New York Stock Exchange have 
increased in each year since 1945, 
Investors are paying closer attention to 


(Continued on page 12) 






































PERCENTAGE OF NET INCOME PAID OUT IN DIVIDENDS — FIRST SIX MONTHS OF 1949 
Net Per | Net Per 
Con ompany Income* Dividends* Cent 1] Company Income* Dividends* Cent 
Adams- Millis Corp. $ 379,446 $ 156,000 41.1% | International Nickel Co. $20,983,417 $12.629.485 60.2% 
American Bank Note Co. 1.140.808 654,823 57.4 } Link-Belt Co, 3,901,848 1,633,556 41.9 
American Chicle Co. 2.065.133 1.623.094 78.6 Melville Shee Co. , 2,607,358 2.035.554 78.1 
American Locomotive Co. 3,373,476 1,945,353 Be | Mohawk Carpet Mills, Inc. 1,814,368 531,000 29.3 
Armco Steel Corp. 16,108,633 5,333,772 33.1 | Motor Wheel Corp. 1,445,726 676,602 46.8 
Atlas Powder Co. ‘ 791,918 396,165 50.0 | eae oe a gh me 
2 : ¥ eee ‘ ational Supply Co. 484,03 211,945 33.7 
aden ace Sonam — aes SP LC Peckend iii theses. 4,798,631 3,722,835 77.6 
Bigelow-Sanford Carpet Co. 1.329.175 en aoe | Saadtis Dein Canoe, Bec. 641.723 429,000 66.9 
Bower Roller Bearing Co. 1,209,804 337,500 27.9 Pfeiffer Brewing Co. 1,717,245 454,453 = 26.5 
Bucyrus Erie Co. 4 3.596.601 1,399,666 38.9 Chas. Pfizer & Co. ‘ 4,586,412 1,565,800 34.1 
Campbell, Wyant & Cannon F dy. Co, 105,676 344,925 85.0 Pittsburgh Consolidation Coal Co. 8,395,117 3,240,411 38.6 
Certain-Teed Products Corp. 1,897,142 771,403 40.7 Pond Creek Pocahontas Co. 1,526,369 678,968 44.5 
Chrysler Corp. 53,222,843 32,633,490 61.3 Pullman, Inc. 3,918,266 2,561,731 65.4 
Clark Equipment Co. 1,920,886 572,402 29.8 Rayonier, Inc. 3,482,931 1,620,076 46.5 
Cleveland Graphite Bronze Co. 1,621,447 568,750 35.1 Real Silk Hosiery Mills, Ine. 101,484 84,012 82.8 
Cluett, Peabody & Co. 1,085,983 1,029,301 94.8 St. Joseph Lead Co. 4.852.390 3,457,048 71.2 
Columbian Carbon Co. 3,618,092 1,612,218 44.6 Simonds Saw & Steel Co. 926,903 596,400 64.3 
Congoleum-Nairn, Ine. 2,182,402 932.270 42.7 Sloss-Sheffield Steel & Iron Co. 1,387,742 993,180 71.6 
Consolidated Cigar Corp. 737,223 277,500 37. Square D Co. : 1,592,629 688,740 43.2 
Corn Products Refining Co. 5,671,140 5.405.926 95.3 Standard Brands. Inc. 3.751.768 2.289.716 61.0 
Crown Cork & Seal Co. 1,002,585 878,893 87.7 Stone & Webster, Inc. 3,181,406 1,052,195 33.1 
E. I. du Pont de Nemours & Co. 86,806,495 61,465,478 70.8 Studebaker Corp. 11.724.931 1.765.729 15.1 
Edison Bros. Stores, Inc. 1,152,334 641314 = 55.7 Thomas Steel Co. ea 726,575 372.852 51.3 
Firth Carpet Co. 650,557 440.277 67.7 || Tide Water Assoc. Oil Co. 14,255,244 5,462,133 38.3 
General Foods Corp. 14.358.217 7,396,224 51.5 Udylite C ‘orp. 529.264 369.645 69.8 
General Motors Corp. 303,678,643  116.365,574 38.3 Union Asbestos & Rubber or Co. 594. 017 7 370.782 62.4 
General Refractories Co. 1,499,162 470,283 31.4 United Carbon Co. 3 795.770 58.8 
B. F. Goodrich Co. 8,909,635 3,646,717 40.9 | United-Carr Fastener Corp. 305,192 32.6 
Goodyear Tire & Rubber Co. 8,133,358 8.360.740 102.8 ' U.S. Freight Co. 252.361 149.783 59.4 
Granite City Steel Co. 1,595,467 382,488 24.0 U.S. Gypsum Co. 10.326.102 3.072.646 29.8 
Hershey Chocolate Corp. 5,913,929 2.304.479 = 39.0 U.S. Steel Corp. . 94.052.265  38.719.594 41.2 
Interchemical Corp. 735,495 578.430 78.6 || $.S. White Dental Mfg. Co. 566.181 224,180 39.6 
* As reported in the supplements to Moody's Manual of Industrials. 
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Extensive Progress 
IN REDUCING 


BACK DIVIDENDS 
ON PREFERREDS 





EWING GALLOWAY 


YARDSTICK of the last eight years 
of profitable business enjoyed by 
American corporations is found in the 
shrunken group of preferred stocks of 
the New York Stock Exchange list which 
have dividends still in arrears. Back in 
1941, there were 116 delinquents, but as 
of Sept. 1, 1949, the number was 27. 
Since Jan. 1, 1948, the aggregate of 
unpaid back dividends has declined by 
$38.800,000 to $837,182,000, and of this 
sum no less than $404,000,000, or 48.3 
per cent, is accounted for by arrears on 
three issues of American & Foreign Power 
Co., Inc. The company had been paying 
the regular dividends on the $7 and $6 
first preferred stocks since 1943, thereby 
maintaining the arrearage on an even 
keel; but payments were postponed in 
the autumn of 1948 and official comment 
since then has indicated that a resumption 
must depend upon the successful outcome 
of financing plans which are designed to 





place the company in an easier cash 
position than prevailed late last year. 
The sampled preferred stock statistics 
in the accompanying table are, in a num- 
ber of cases, tied directly to the comment 
which follows. The earnings’ figures de- 
note in most instances that per-share 
earned income has been ample for divi- 
dend disbursements, referring mainly to 
results in the first half of this year. 


Alleghany Corp. Until Oct. 7, 1949, 
holders of the 514 per cent preferred “A” 
shares and $2.50 prior preferred have 
been offered the right to make exchanges 
of a portion of their stock for certain divi- 
dend-paying stocks now in the company’s 
portfolio, these including Chesapeake & 
Ohio common and Rock Island common. 


Commonwealth & Southern Corp. 
The company is to be dissolved, with dis- 
tribution of assets scheduled to start on 
Oct. 1, 1949, Preferred stockholders are 
t t 2.80 common shares of the Con- 
sumers Power Co. plus 0.55 shares of 
common stock of Central Illinois Light 
Co. and $1 in cash for each Common- 
wealth & Southern preferred share. 


» ge 


American Power & Light Co. The 
$6 and $5 preferred stocks have been 
paying stipulated dividends since 1946, 
but no reduction has been effected in the 
extent of the arrears. 

Curtis Publishing $7 preferred offers 
an interesting statistical situation, per- 
share earnings of more than $57 in the 
first half of this year being considerably 
larger than the full arrearage of divi- 
dends. The amount of the back dividends 
is being cut down rapidly, the distribu- 
tion so far this year being $10.50 a share. 
The recent price around 127, the highest 
of the tabled record, reflects market ap- 
praisal of dividend opportunities in the 
months ahead. 

On General Steel Castings $6 preferred 
$12 in dividends have been paid this year 

first-half earnings were more than $17 
a share—and a price of 1081 also paints 
a receptive market picture. A $13 total 
of payments (including $7 on arrears) 


on New York, Chicago & St. Louis 
Railroad 6 per cent preferred “A” stock 


since last Jan. 1 offers another bit of evi- 
dence that, once a management sets out 
to reduce arrears, the market quickly 
recognizes the change in price prospects. 

Some particulars may be given of other 
items in the arrearage account. 
Jan. 1, 1948, all arrears have been elimi- 
nated on Gar Wood Industries 41% per 


Since 


(Continued on page 12) 





Earnings and Prices of Sampled Preferred Stocks with Arrearages 














Approx 
Approx Latest Earnings Recent 
Arr’gs. Per Share* Price 
Alleghany Corp. $2.50 prior pfd. $37.50 6 Mos. June $24.93 71 
Amer. Power & Light Co. — $6 pfd. 43.5714 12 Mos. June 14.21 101% 
Bush Term. Bldgs. Co. 7% pfd. 54.25 6 Mos. June — 5.77 107 
Commonwealth & South. Corp. — $6 pfd. 17.00 12 Mos. July 21.75 104% 
Curtis Publishing Co. $7 pfd. 49.00 6 Mos. June 57.73 127 
General Steel Castings Corp. $6 pid. 51.00 6 Mos. June 17.82 108% 
Int. Rwys. of Cent. America 5% pfd. 29.75 7 Mos. July 6.23 4836 
N. Y., Chi. & St. Louis R. R. Co. 6% pfd. “A” 73.50 7 Mos. July 19.30 126% 
Pittsburgh Steel Co. 5% pfd. “A” 19.3714 6 Mos. June 23.29 7214 


*Periods end with month named 











Common Stocks on “Legal List” 
of District of Columbia 


TPWARD of 150 common stocks. com- 
prised almost entirely of issues listed 

on the New York Stock Exchange, are 
contained in a recently published roster 
of legal investments for trust funds in the 
District of Columbia. The approved 
group, August 15 under the 
supervision of Theodore Cogswell. Regis- 
ter of Wills and Clerk of the Probate 
Court, is, so far as THE EXCHANGE can 
ascertain, the first printed selection of 


issued on 


common stocks issued under jurisdiction 
of a court from which trustees may make 
their choice, together with precise rules 
for such investments. 

This departure from old practices re- 
sulted from the modification by the 
United States District Court of Washing- 
ton. D. C.. of regulations for trust fund 
investments which had been in effect since 
1937. resulted from Mr. 
that the field be 
to include preferred stocks 
equities; and the list, 
which supplies informative reading for 


The changes 
Cogswell’s _ findings 
broadened 
and published 
portfolio managers, names many indus- 
trial and public utility issues, besides long 
selections of municipal, railroad and pub- 


lic utility bonds which are employed in 
trust fund investments in many States. 
Some of the regulations set forth in the 
Court’s amendment of “Local Civil Rule 
23” on trust fund holdings are as follows: 
Not more than approximately 40 per 
cent of the total value of a trust fund at 
the date of purchase of any stock (in- 
cluding the value of the stock to be pur- 
chased) shall be invested in stock: 
shall be made in the 
stock of any one corporation to exceed 
approximately 10 per cent of the value of 
the trust fund; 


No investment 


Listing Among Requirements 

\ stock to be eligible for purchase shall 
be listed on one of the following stock ex- 
changes: or. if unlisted, it shall be eligi- 
ble for listing and application for listing 
shall have been made: New York Stock 
Exchange. New York Curb Exchange, 
Washington. D. C. Stock Exchange, Chi- 
cago Stock Exchange. Philadelphia-Balti- 
more Stock Exchange. 

As to corporate earnings in cases where 
equities qualify, the rulings prescribed 
(in case of public utility issues) that 


The corporation shall have gross oper- 
ating revenues of not less than $10.000.- 
000 in each of the three fiscal years imme- 
diately preceding such investment; 

In each of the five fiscal years immedi- 
ately preceding investment, the corpora- 
tion shall have earned not less than 4. per 
cent on its invested capital and shall not 
have paid dividends in excess of earnings 
for such a period; provided further that 
dividends shall have been paid in 9 of the 
10 fiscal years immediately preceding in- 
vestment, and there shall have been no 
failure of dividends in each of the two 
fiscal years immediately preceding in- 
vestment, 

As applied to common stocks other 
than public utility issues, the Court pre- 
scribed— 

In each of the five fiscal years immedi- 
ately preceding investment, the corpora- 
tion shall have earned not less than 4 per 
cent on its invested capital and paid ag- 
gregate dividends in the amount of not 
less than $1,000,000. Further specifica- 
tions are much the same as in regard to 
public utility common issues. 

A foreword to the printed legal list 
states that “listing of any security herein 
does not constitute a representation that 
the fiduciary (trustee) is relieved of the 
duty of making a careful investigation of 
each security before investing in the 
same.” 





Dividend Stability 


(Continued from page 10) 
the dividend policies of their companies, 
as is evident from the proceedings of 
stockholders’ meetings. Officers of several 
sizable corporations have declared an in- 
tention to pay out a higher proportion of 
net income in cash dividends. Often rea- 
sonably steady dividend rates are being 
maintained by striking a sort of balance 
that is. a relatively low proportion of 
earnings is paid out in years of high in- 
come. a relatively high proportion is paid 
out in years of low income. 

Stockholders are receiving more in ac- 
tual dollars than they ever have before. 
However. when their dividends are com- 
puted as a percentage of a company’s net 
income. their share is probably somewhat 
less than it was, say, 10 years ago. One 
has to go back almost 10 years because 
during the war the excess profits tax was 
factor. In other words, 
stockholders dollar receipts are 
higher, the growth in their income has 


a controlling 
while 


12 


not kept pace with the income growth 
experienced by some other groups. 
As a balance to this development, there 
is the strong probability that stock prices 
have long since taken into account the 
situation of dividend income. There has 
been no downward drift in the yields 
available on selected stocks: 


rather they return at recent prices a 


seas ned, 


higher yield than in most past years. 
Beyond this feature, if tax laws were to 
be revised in 1950 so that companies 
could obtain ample new equity capital, 
stockholders logically 


could expect to 


receive a larger share of earnings. 


Statistical and other factual information, 
as well as comment regarding any securities 
referred to in THE EXCHANGE, have been ob- 
tained from sources deemed to be reliable, 
but THe EXCHANGE assumes no responsibility 
for their accuracy or completeness. Neither 
such information nor any reference to any 
particular securities is intended to be or 
should be considered in any way a recom- 
mendation for the purchase, sale or retention 
of any such securities. 


Status of Preferreds 


(Continued from page 11) 
cent preferred and White Sewing Machine 
Corp. convertible preferred. Recapitaliza- 
tion wiped out the arrearage on a pre- 
ferred stock when Minneapolis-Moline 
Power Implement Co. was merged with 
its subsidiary, Minneapolis-Moline Co. 
The $7 and $6 preferreds of Electric 
Power & Light Corp. were suspended: 
holders have received shares of United 
Gas Corp. and Middle South Utilities, Inc. 

Thatcher Glass Manufacturing $2.40 
convertible preferred had its dividend in 
arrears for a short time but later paid 
it up. Two issues which in recent months 
have gone into the arrearage column are 
Chicago & Eastern Illinois R. R. Co. $2 
Class “A” stock and Republic Pictures 
Corp. $1 preferred. 

Turning from specific stocks to the en- 
tire group of 27 issues in arrears, progress 
in paying up back dividends, or in mak- 
ing exchange offers, appears, on the 
whole, to be satisfactory. 
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Letters to the editor in whole or in part, are presented here as a contribution to current 


‘ discussion of investment, economic and general financial subjects of public interest. 


MONTPELIER, VT. 

\ special meeting notice from a company 
in which my family has had interests for 
some time showed a few days ago how this 
corporation is aiding its stockholders in re- 
gard to (1) getting a fair proportion of net 
earnings as dividends and (2) indicating an 
attractive internal “growth” situation with- 
out saying so. The meeting is to ask stock- 
holders’ approval of an increase of author- 
ized common stock from 2,000,000 to 2,200,- 
000 shares. Consent being rendered, a 5 per 
cent stock dividend is to be declared (cash 
equivalent for fractional dividend shares) : 
this issue to capitalize the outlay of some 
hundreds of thousands of dollars which will 
be taken from earnings and used to build 
new plant. 

Thus present stockholders will see their 
investment return increase at the same time 
their physical property increases . . . It was 
hardly surprising to see the company’s com- 
mon stock rise 3 points on the Exchange 
soon after the meeting notice was sent out 

a tribute to sympathetic management and 
a growth situation. 2 


RICHMOND, VA. 


The way in which composite, or aggre- 
gate, figures often cover a wide range of ex- 
perience was demonstrated in your compila- 
tion of corporate net income in the first six 
months of the year. The very slight decline 
of only 1 per cent in the combined earnings 
of 454 companies could give the impression 
that most companies are doing about as well 
as in 1948. Upon inspecting the statistical 
table of earnings in individual industries, one 
learned, however, that sizable gains in profits 
in only two business lines—automobile and 
steel—were almost wholly responsible for 
raising the over-all figure for 454 companies 
so close to last year’s level. 

Most companies experienced some decline 


in profits, notably in the textile. paper and 
publishing, and railroad groups. While per- 
centage-wise the reductions often seemed se- 
vere, it needs to be remembered that 1948 
was an unusually favorable year. On the 
whole, earnings in the first half of 1949 cer- 
tainly were no worse than was to be expected 
for the beginning of, apparently, a “talked- 
up” recession. What is important now is to 
see whether they hold near recent levels. 


W. G. B. 


NEAGARA FALLS, N. ¥. 


Chemical and allied industries operating in 
upper New York State have been the back- 
ground of my investment activities for some 
years. This is because a great plant domi- 
nates the skyline in front of a shop where I 
work—I see and smell chemicals all day. In 
adding to my holdings of stocks of com- 
panies with plants up this way, THe Ex- 
CHANGE’s articles on averaging have given 
me a purpose this year. I think, after reading 
them, I have been following a pretty good 
plan, buying, as money accumulated, in a 
few companies I knew something about, but 
now I'll buy regularly—every month, if ad- 
vantageous—and see if average costs don’t 
recede and average yield from dividends rise. 
And the method has worked, helped by the 
June fall of prices on the New York Stock 
Exchange, and the rise afterward. 

G. DD; &. 
FORT WORTH, TEX. 

. . . As an investor who finds the short 
articles in THE ExCHANGE magazine infor- 
mative, I’d like’ to offer a subject to write 
up. It might be put this way—‘Population 
Gains and Their Industrial Effects.” I have 
read that great oil companies, probably these 
among others, plan their output and mar- 
keting schedules five years ahead. Popula- 


What 


would interest me. though, would be statis- 


tion gains figure in the schedules. 
tics showing the relationship of population 
gains over a number of years to sales of 
goods and materials of different industries. 


i. D.C. 
NEW YORK CITY 
Again today (Aug. 29) I see the Dow- 
Jones industrial average around 178—a too 


familiar figure if you ask me. For three or 
four years, that average flutters around and 
then when it looks like going some place, 
maybe up or maybe down, it hangs itself on 
a hook at 178 or close by and try to move it 
with some action! The stock market is cast 
in a mold as though somebody had followed 
a pattern, and in a market in a mold can any- 
one make any money? What this market 
needs and has needed for a long time is an 
injection of some kind of vitamins in specu- 
lation. We used to have plenty of them. 
ee OF 


ATLANTA, GA. 


The August edition’s article, referring to 
the stock market’s fortitude under adverse 
elements. struck me at first as a sort of de- 
featist slant to take 
cause a dynamic department of American 
life had lost its inner fire and vigor. A little 


a kind of apology be- 


thought over the argument, though, gave a 
different conception of the writer’s position. 
Probably he was right, the market has had 
fortitude as a 


characteristic: but I won't 


concede the point far enough to leave my 
which is that traders in stocks 
are so subdued by high taxation of incomes 
and capital gains that the stock market and 
industry are affected by plain investor neg- 
lect. Investors help keep prices steady, but 


own position, 


traders are the ones who impart vim to the 
ownership capital market. C8. 


“The dollars 
| worked for 


now work for me 


...and at 78% 


Fred Hauer 
120 Atkins Ave. 
Lancaster, Pa. 


Fred Hauer, who works for the Hamilton Watch Company, with his grandson. The 
Hauers own common shares in four companies, all listed on the New York Stock Ex- 
change, which are paying them dividends at the rate of 7.89% on their original investment. 


Surplus funds, invested in dividend-paying 


common stocks, produce a second income 





for this Lancaster family. 


The Hauers are one of twenty-three families living in a single block on 
Atkins Avenue, Lancaster, Pa. Of these twenty-three families, thirteen have 
put their surplus funds to work in dividend-paying common stocks . . . 
and are experiencing the practical satisfactions of investment. 


These families enjoy a second income—extra dollars in dividend checks. 


They are also building an estate—an income-producing estate, made up 
of shares in companies whose products and services are household terms. 


Opportunities for productive investment of surplus funds in securities 
are open to everyone . . . and information about them is yours for the ask- 
ing. The prudent investor bases his judgment on these facts, for he knows 
that there is an element of risk in ownership of any form of property. 


Member Firms of the New York Stock Exchange can help you put 
your surplus dollars to work. They welcome the opportunity to provide 
information that will assist you in making investment for income a part of 
your personal financial program. No cost or obligation, of course. 


Invest wisely . . 
through a Member Firm 
of the 


New York 
Stock Exchange 





ment. 





